DEPARTMENT OF HOUSI NG AND URBAN DEVELOPMENT

OFFI CE OF | NSPECTOR GENERAL

SALARI ES AND EXPENSES

The following material discusses the functions,

levels for the Office of |nspector

APPROPRI ATl ON HI GHLI GHTS ( S&E)

General for

2003.

wor kl oads,

and proposed staffing

The follow ng table summarizes the fundi ng sources and staffing |evels.

bl igations
Funds Avai |l abl e:

Budget Authority ...........
FHA Fund ...................
PIHFund ...................
Unobl i gated Bal ance ........
Carryover fromprior year
Legi sl ative Proposals ......
Energency Relief Fund ......
Subtotal .................
Q her Transfers:
Consol i dated Fee Account
Subtotal ..................
Qutlays (net) ................
Ful | - Ti me Per manent

Appoi ntrents (EOY) ...........
Ful| - Time Equivalents ........

SUMVARY OF BUDGET ESTI MATES

ACTUAL
2001

$52, 541
$22, 294
$9, 978

$6, 000
$90, 813

$537
$91, 350

$57, 000

676
684

ENACTED
2002

ESTI MATE
2003

I NCREASE +
DECREASE -

2003 vs 2002

(Dol lars in Thousands)

$66, 555
$22, 343
$5, 000

$1, 000
$94, 898
$537

$95, 435
$60, 000

675
675

$74, 804
$22, 880

$3, 911

$101, 595

$101, 595
$64, 000

675
675

The fiscal year 2003 estimate of $101,595 thousand represents an overall
$6, 160 thousand over fiscal year 2002. Most of this increase is reflected in personal

services for the 2003 pay raise and for

| egi sl ative proposals.

includes a modest increase for ADP services and the estimated

related to the New York disaster.

STAFFI NG

The O G staffing level for fiscal year 2003 renmins at
the OGis refocusing efforts from viol ent
property flipping schemes and predatory | ending practices.
previously devoted to violent crinme will

i ndi vi dual s and conpani es engaging in these illegal

these FTEs from our general budget

675.

I'n addition,

increase in rent

In fiscal year
crime activities to investigations involving
Accordi ngly, all
be used to investigate and assi st
activities.

+$8, 249
+$537
- $5, 000

+$3, 911
-$1, 000
+$6, 697

- $537
+$6, 160
+$4, 000

increase of

our estimte
costs

2002,

FTEs
in prosecuting

We are proposing to fund
authority as opposed to requesting a transfer.
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FUNDI NG BY OBJECT CLASS

The followi ng table sunmarizes this request by object class.

| NCREASE +
ACTUAL ENACTED ESTI MATE DECREASE -
2001 2002 2003 2003 vs 2002
(Dol lars in Thousands)
Personal Services ............. $64, 461 $66, 825 $69, 431 +$2, 606
Legi sl ati ve Proposal s: ..
Full Cost Active CSRS Enp. ... $0 $0 $1, 902 +$1, 902
Full Cost Health Benefits .... $0 $0 $2, 009 +$2, 009
Enmergency Relief Fund ......... $1, 000 $0 -$1, 000
Travel and Transportation O
Persons ..............ccviun.. $5, 800 $5, 603 $5, 603
Transportation & Things ...... $21 $52 $52
Rent, Communi cations, and
Wilities ... i $8, 448 $8, 812 $9, 002 +$190
Printing and Reproduction ..... $135 $65 $65 -
G her Services ................ $11, 478 $12, 071 $12, 524 +$453
Supplies and Materials ........ $433 $433 $433
Furniture and Equi prent ....... $545 $545 $545
I nsurance d ains and
Indemities ................... $29 $29 $29 e
Total Obligations ........... $91, 350 $95, 435 $101, 595 +$6, 160

CHANGES FROM FI SCAL YEAR 2002 TO FI SCAL YEAR 2003

A description of the various object classifications that are used by the O fice of
I nspector General is provided bel ow

Personal Services

The fiscal year 2003 estimate of $69, 431 thousand is an increase of $2,606 thousand
fromthe 2002 enacted estimate for the 2003 pay-raise. This estinmte does not include the
| egi sl ative proposal estimate bel ow.

Legi sl ative Proposals

The full-cost estinmate of active CSRS enployees is $1,902 thousand and the full-cost
of health benefits for all O G enpl oyees is $2,009 thousand

Travel

O G staff travels extensively to carry out their audit and investigative
responsibilities. The Audit staff travels to program participants and contractor offices
to perform project audits, contract audits, evaluations of pricing proposals, and
financial audits. |Investigation staff requires extensive travel to interview w tnesses
and subjects of investigations and to exam ne records.

Thi s object class covers training and conference travel, program execution trave
and m scel | aneous travel related to audit and investigative activities. The fiscal year
2003 estimate of $5,603 thousand represents no change fromthe fiscal year 2002 enacted
estimte.

Transportati on of Things

This classification of expense includes the cost of reinbursement to O G personne
who are authorized to move househol d effects or house trailers when transferred from one
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permanent duty station to another. The fiscal year 2003 estinmate of $52 thousand remmins
unchanged fromthe fiscal year 2002 enacted esti mate.

Rent, Conmuni cations and Utilities

Funds under this object classification provide for all rental costs, including space
and equi pment, as well as, communication and utility services. The fiscal year 2003
estimate of $9,002 thousand is an increase of $190 thousand for rent. This increase is
related to the inmpact of the New York disaster, (terrorist bombing of the World Trade
Center, Septenmber 11, 2001). Rent includes occupied space, security space, parking, and
utilities.

Printing and Reproductions

Funds included in this object class are for the cost of printing and reproduction
services, and related conposition and binding operations performed by or through the
Government Printing Office (GPO). The Inspector General's Sem annual Report to Congress
is also covered under this object classification. The fiscal year 2003 estimte of $65
thousand equals our fiscal year 2002 enacted estinmate.

Ot her Servi ces

A nultitude of activities is funded under this object of expense. The nost
significant activities supported by these funds include professional training and
devel opment of O G staff personnel, audit services, general support activities, and ADP
mai nt enance and services. Audit services primarily include the cost of contracting for
the audits of FHA and G nnie Mae financial statenents. The fiscal year 2003 estimate of
$12,524 thousand is an increase of $453 thousand above the fiscal year 2002 enacted
esti mte of $12,071 thousand. This request reflects an increase of $453 thousand for ADP
servi ces.

The O G has an Interagency Agreement with the Departnent of Justice for access to
the National Crine Information Center (NCIC) for data related to HUD audit and
investigative activities. |In addition, the O G has an |Interagency Agreenent with the
Bur eau of Public Debt for personnel, contracting/procurenent services, and background
checks/investigations on OG staff. W also have an agreement with the National Finance
Center for payroll processing and with HUD for continued support of the HUD ADP Systens.

These funds are al so used for the purchase of goods and services where source
identity or investigative techniques require confidentiality and normal procurenment
procedures m ght expose that confidentiality, such as during an undercover investigation

In fiscal year 1999, we contracted with a firmto provide services under a new
concept called Seat Managenent and have nmade great strides in inplementing this system
Seat Managenent provides OGwith its own secure Local Area Network. Seat Managenent
al so provides a platformon which we are operating automated workfl ow applications. The
system provi des for sensitive comrunications and adds an encrypted data comuni cati ons
security to a full range of interoperable products. This ensures the confidentiality,
integrity, and availability of O G information resulting in nore efficient and effective
busi ness processes. This contract also includes the procurenent of all of OG s hardware
and software requirenents.

Ot her funds in this object class include anounts for the professional training of
Ol G personnel, furniture and equi pnent naintenance, visual arts services, and other
m scel | aneous contractual requirenents.

Supplies and Materials

Funds budgeted under this category of expense cover costs associated with the
purchase of office supplies; training supplies; conputer and associ ated supplies;
subscriptions to professional magazi nes, publications and research materials; and other
itens that are consumed or expended generally within 1 year after purchase. The fisca
year 2003 estimate of $433 thousand remmins unchanged fromthe fiscal year 2002 enacted
estimte.

Furni ture and Equi pment
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The fiscal year 2003 estimate of $545 thousand represents no change fromthe fiscal
year 2002 enacted estimate. This object class includes purchase of furniture and
fixtures, general office equipnent, and special equi pment/weapons for investigative
activities.

I nsurance and | ndemities

This category provides for paynments nade for or related to the repair or replacenent
of property (including loss by theft) or for personal injury deemed by |aw or regul ation
to be the responsibility of the OG This would normally include | oss or damege of
personal property being used for the benefit of the governnent. The fiscal year 2003
estimate remnins at $29 thousand.

SCOPE OF ACTIVITY

The Office of Inspector General is the Department's focal point for independent
review of the integrity of Departnental operations and, therefore, is the central
authority concerned with the quality, coverage, and coordination of the audit and
investigation services of the Departnment. |In directing these review activities, the
I nspector General enphasizes both the detection and prevention aspects of these services
within a conprehensive Departmental effort to attain inproved managenent effectiveness.
The Office of Inspector General has authority to inquire into all program and
adm ni strative activities of the Department and the related activities of all parties
perform ng under contracts, grants, or other agreements with the Department. These
inquiries my be in the nature of audits, investigations, or such other reviews as nay be
appropri ate.

WORKL OAD

The princi pal workload of the Ofice of Inspector General consists of audits and
investigations. The Inspector General Act of 1978 and Anendnents of 1988 require the
I nspector General to conduct, supervise, coordinate, and provide policy direction for
audits and investigations relating to Departmental prograns and operations; and to
pronote econonmy and efficiency in the adm nistration of HUD progranms and operations and
to prevent and detect fraud and abuse.

The 1998 House Appropriations Bill called for the O G to undertake a Housing Fraud
Initiative. By agreenent with the Congress, in Septenber 1998, the O G inplenmented this
Initiative during fiscal year 1999.

At the close of December 2001, the Office of Investigation had 417 open single-
fam |y nortgage insurance cases, consisting of property flipping, and other |oan
origination frauds, with the average being 37 cases for each of our eleven respective
districts. O G analyzed HUD dat abases and isolated the | ocations where flipping appears
to be the greatest. O G is organizing its assets to deploy themin those areas where
flipping is preval ent.

Currently, the O G has two cases involving nortgage fraud and maj or fraud agai nst
the Government National Mortgage Association (GNMA), including predatory | ending
practices. Although there is an overlap with the Office of Fair Housing and Equal
Opportunity relative to predatory |ending cases, the O G has mad such cases, as they
relate to crimnal conspiracies and false |oan originations, a priority during this
fiscal year.

O G strives to elimnate materi al weaknesses in HUD programs. For exanple, the
Office of Investigations prepares System c Inplications Reports (SIRs) that identify
weaknesses in HUD prograns and sends the SIRs to the appropriate HUD Program Divi sion.
These weaknesses surface during the course of crimnal, civil, or admnistrative
investigations. SIRs serve the purpose of providing programofficials with information
sufficient to make a determ nation of whether to make changes in HUD programrul es or
regul ations.

OGs efforts are aimed at assisting HUD in maki ng sure nanagenment reforns are
effective and address Congressional and taxpayer concerns about program delivery and
financial integrity. Detecting and preventing fraud, waste and abuse are integral
conponents of this work. The scope of our efforts will expand on recent O G eval uati ons
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of HUD' s maenagement/organi zational reforms, audits of HUD program delivery, financial and
management systems audits, and also reflect the President’s Managenent Agenda.

The Office of Audit efforts will focus on five mmjor Managenent Chall enges facing
the Department. These issues are systemic and many have been examined in previous OG
eval uations and audits. The challenges reflect the current Admi nistration’s strong
enmphasis on effective delivery of government services and high standards of enployee
integrity and performance. They include:

. Conpl eti ng managenent reforns.

L] I mproving financial managenment systens.

. Assuring adequate and sufficiently trained HUD staff.

. Strengt hening FHA single-famly | oan origination and oversi ght of HUD-owned

properties.

. I mproving the effectiveness and efficiency of public and assisted housing
program admi ni strati on.

The O G s overall objectives in these five areas are to aid HUD in making sure
managenment refornms are effective and address Congressional and taxpayer concerns about
program delivery and financial integrity. Detecting and preventing fraud, waste and
abuse are integral conponents of this work.

The Office of Investigation and the Office of Audit neet nonthly with HUD Program
officials to discuss issues of concern, including those areas where O G believes
weaknesses exist. These O G offices also met with the newly created HUD Regi onal
Directors to address areas of nutual concern. O G provided a two-hour block of OG
fam liarization to the HUD Regional Directors as part of their orientation course.
Enmphasi s was placed upon conmuni cati on and cooperation in working together to address
weaknesses in HUD prograns, including enployee m sconduct investigations.

1. | MMEDI ATE OFFI CE OF THE | NSPECTOR GENERAL

The I nspector Ceneral reports directly to the Secretary and has authority to
inquire into all program and adm nistrative activities of the Department. The inquiries
are designed to provide constructive advice for Departnental nanagement, to pronote
econonmy and efficiency in the adm nistration of HUD programs, and to prevent and detect
fraud and abuse in HUD programs and operations.

2. OFFI CE OF COUNSEL

In fiscal year 1994, the Inspector General established the OG Ofice of
Counsel, which is responsible for independently providing the full range of professional
| egal services and advice with respect to the fornul ation, coordination, revision, and
execution of the entire O G program

3. OFFICE OF AUDI T

a. Enploynent and Responsibilities

The Office of Audit plans and conducts reviews of Departmental activities and
operations that include: (a) HUD Headquarters and field offices, (b) prograns and
initiatives, and (c) contractors and other program participants doing business with the
Department. The Departnent’s progranms and activities are large and varied and entail
over $550 billion in nortgage insurance, over $600 billion in nortgage-backed securities
and over $30 billion in annual program expenditures. There are sone 45,000 organi zations
del i vering HUD prograns nationwi de. The Departnent also incurs operating expenses for
nearly 9,400 enployees. The Office of Audit's workload can be divided into three primary
categories.

1. Performance Audits are reviews of selected HUD nanagenment and program
operations to evaluate efficiency and effectiveness of programresults. They are often
directed at determ ning whet her managenent controls are sufficient to mnimze program
risks. Performance audits review the records and performance of organi zations receiving
financial assistance or benefits fromthe Departnent, such as various State and | ocal
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governnent grant recipients, insured nmultifam |y housing project owners and nanagenent
agents, nortgage | enders and borrowers, contractors, public housing authorities, and
nonprofit sponsors. The audits are a means of ascertaining the degree of conpliance with
applicable statutes, regul ations, and agreenents under which Federal funds and other
benefits are made avail able; the appropriateness of the disposition of funds granted

| oaned, or claimed; and/or the adequacy of participant performance and results.

2. Financial Audits include financial statement and financial related
audits. They provide reasonabl e assurances about whether the financial statenents of an
audited entity are free of material m sstatenments and are presented in accordance with
generally accepted accounting principles. Financial related audits include determ ning
whet her financial information is presented in accordance with established or stated
criteria, and whether the entity has adhered to specific financial reporting

3. Advisory and Assistance Services enconpass our: (1) input to the
| egi slative and regul atory processes; (2) technical advice and assistance to HUD
management on programs and systems; (3) programresearch; (4) quality control reviews of
non- Federal audits of HUD program activities; (5) audit finding resolution; (6)
assistance to U.S. Attorneys in developing crimnal and civil cases for prosecution; (7)
reviews of Hotline and other types of conplaints; (8) joint efforts with the Office of
I nvestigation or programofficials in detecting or preventing fraud; and (9) responses to
requests for information or assistance fromaudit clients in the Departnent, the Ofice
of Managenent and Budget (OMB), the Congress, or the public

b. Workl oad

Overview. Qur Sem annual Reports to the Congress continue to show
significant audit results

The Office of Audit's long-range strategy is to assist the Department in
addr essi ng managenent chal |l enges that have been identified by our Office and the Genera
Accounting Office. HUD is faced with persistent resource managenent and data system
probl ems, a variety of material weaknesses, and a difficult time overseeing critica
functions performed by outside entities.

To provide the best possible services to HUD nanagement and the Congress, we
will: (1) enphasize the review and oversi ght of |egislative, regulatory and policy
changes resulting from an ever changing HUD and program environnment; (2) pursue
i mprovement in existing nethods or devel opnent of new ways to conduct HUD s business; and
(3) focus greater attention on those major audit areas that will inprove HUD s
st ewardshi p of Federal financial resources. Key efforts will include financial audits,
informati on systens and performance reviews, and the continued enphasis on combating
fraud, waste and m smanagenent in HUD prograns.

Revi ew and Oversight. Major |legislative and organizati onal changes have been
made in the Department. These changes are fundamentally affecting the way HUD does
busi ness and will significantly increase the workload in the Ofice of Audit. For

exanple, the Quality Housing and Work Responsibilities Act of 1998 substantially changed
the public housing program and required new i npl ementing regul ations and policies. As
they are devel oped, each will require our review and input to assure that proper

saf eguards and internal controls are in place to reduce the likelihood of program fraud
and abuse. Our review and progranms are consistent with HUD' s goals to increase hone
owner shi p, help honeless fam lies and individuals achieve housing stability, inmprove
safety and quality of public housing, and make affordable rental housing avail able for

| ow-i ncome households. Wth the reductions in HUD program staff due to downsizing, our
reviews of regulatory and policy changes take on greater inportance

Maj or changes are being made in the manner in which the Federal Housing
Adm ni stration (FHA) conducts business. The Departnment has obtained authority to
substantially increase FHA insurance limts and is continuing to privatize its rea
estate-owned activities. Organizationally, with the reductions in the |evel of program
staff, greater reliance is being placed on our audit work to assure that |enders,
grantees, contractors, and other program participants are spending funds efficiently,
effectively and in accordance with program requirenments.
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In Multifam |y Housing, mmjor program changes are underway or antici pated
Through a process of portfolio reengineering, the Department would bring higher than
mar ket rents on subsidized and insured multifamly projects down to a | evel where they
are conpetitive in the marketplace. W are routinely involved in evaluating these types
of efforts and the devel opnent and i nplenmentation of |egislation

Audit Enmphasis. Our audit work has shown that some of the nost vul nerable
program and operational areas in the Department include: the devel opment and
i npl ementation of ADP systens; Single Fam |y |l oan origination and property disposition
overpaynents in HUD s rental assistance progranms; PHA managenment and revitalization
enforcenment of program rules and regulations, including an increased enphasis on
vi ol ati ons of housing quality standards; contract and grant adm nistration; and the use
of HUD' s staff resources

The follow ng are some of our traditional workload nmeasurenents for the 6-
mont h period ending March 31, 2001

Audit Menoranda Issued ........... ... .. ... .21
Internal Audit Reports Issued........................ 9
External Audit Reports Issued ...................... 23
Col l ections from Audits Activities........ $14.1 mllion
Managenment Deci sions on Audits with

Questioned Costs .............ovin.... $13.5 million

Equity skimmng - Out of Court Settlenents,

Court Ordered Fines,Penalties and

Restitution ........ ... .. ... ... .. .. ...... $0.4 mllion
Subpoenas Issued ... 17

The Office of Audit’s strategy is to: (1) continue assessing the Departnent’s
efforts to address its maj or managenent challenges with enphasis on the adequacy and
reliability of financial and information systems used by the Departnent, evaluating the
effectiveness of newy established organizational units; (2) evaluate if staffing |levels
are adequate; (3) continue assessing the Department’s inplenmentation of the Results Act;
(4) assess how the Department is inplementing the Quality Housing and Work
Responsibilities Act of 1998; (5) assess the Departnent’s efforts to elimnate nortgage
fraud; and (6) continue the denonstrated success we have had in our equity skimr ng
efforts and conducting HUD s Annual Financial Statenment Audit.

We need to maintain our current staffing |evels and undertake a variety of
mej or program effectiveness audits in order to becone nmore proactive. While we regularly
review HUD funding requirenents, we've |lacked resources to performsufficient audit work
at the recipient level to determine if the funding is getting desired results. Mst new
programs or significantly revised prograns have not been audited. We need to | ook closer
at many of our troubled Public Housing Authorities (PHAs) to make infornmed
recommendations to the Department and Congress. There are nunmerous areas that deserve
greater audit exposure. In accordance with the Governnent Paperwork Elim nation Act, we
are noving to a paperless audit system and electronically distributing our final products
to the maxi num extent possible.

We are taking an active and aggressive role in ascertaining how the
Department can better define its m ssion and carry out its Congressional mandates. The
I nspector General continues to routinely testify before Congressional commttees on HUD s
m ssion, managenment and performance; high-risk problens; perspectives on reinvention; and
problems in the Single Fam |y Housing Prograns. Preparation for each hearing typically
requires the conpletion of detailed audit work as a basis for testinony.

Qur audit plan targets the following major areas of enphasis where we believe
our work can be of greatest value to the Departnent and Congress

I nformati on System Audits. The work of the Information Systens (IS)
Audit Division has becone increasingly inportant as the Departnment
expands the use of information technology for programdelivery with a
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reduced staff. Mich of the work is devoted to supporting the nandated
Fi nanci al Statement Audits by reviewi ng the general and application
controls of automated financial systems. These controls affect prograns
and supporting applications for all systemefforts. IS audit work al so

i nvol ves assisting the Department in establishing controls and standards
for error prevention; efficient and effective operations; and deterrents
to fraud or abuse during system devel opnent. A new IS audit priority

i nvol ves assessing HUD' s entity wide informtion security policies and
pl ans, including security managenent structure and the roles and
responsibilities of security personnel. Another area of audit work is
providing technical support to other O G auditors and investigators

This work includes retrieving and anal yzing data from HUD syst ens,
advising field auditors on automated tools for use in their work, and
obt ai ni ng conput er-based evi dence for investigative purposes.

Performance Audits. A mmjor part of our staff time is spent conducting
audits of high-risk prograns and program participants. Sone of the nore
critical areas include:

Insured Multifam |y Operations;

Native American Housing and Assi stance and Sel f-Determ nation Act;
PHA Operations and Moderni zation;

Troubl ed Agency Recovery Centers;

Real Estate Assessnent Center;

Grants Managenent Center;

Section 8 Adm nistration;

Single Fam ly Origination, Servicing and Di sposition
Contracting Activities;

CDBG Grantees and Sub-grant ees;

Homel ess Program Provi ders; and

Techni cal Assistance.

Fi nanci al Audits. For fiscal year 2003, we will continue to conplete the
consol i dated financial audit of the Departnent using our own staff
resources. This audit has better enabled the O G to grasp the mgjor
probl ems facing the Departnent and thereby target our audit resources in
areas of greatest concern. Another benefit of the financial audit is
that it enables us to evaluate internal controls as a nmeasure of HUD' s
progress in identifying and solving its managenent chall enges. The

Fi nanci al Audit Division conducts this audit with assistance from staff
fromall of our District Offices and the IS Audit Division

Additionally, we contract with i ndependent public accountants to perform
audits of the financial statements of both FHA and the Governnent

Nati onal Mortgage Association (G nnie Mae), which are included in the
consolidated audit. It is a major commtnment of staff, training
contracting, and travel resources

These financial statement audits are required by the Chief Financial
Officers Act of 1990. We devote over 20 staff years to performthe
consol idated financial audit and adm nister the contracted audits of FHA
and G nnie Mae

Equity Skinmm ng Efforts. The identification and pursuit of fraud in insured
housi ng prograns is a principal focus of audits and investigations. Qur

to obtain successful crimnal and civil prosecution, sending a nessage to
defraudi ng the governnent will not be tolerated. W have focused on

civil enforcenent opportunities with direct referral of cases to the U S
The burden of proof is less on these civil cases and provides for nore

i medi ate i mpact. We have reached settlement and judgnent on 131 cases totaling
$105 mllion and had court convictions on another 32 cases totaling $5.8 mllion. W
i ncrease our aggressive pursuit of fraud cases

must
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Significant progress was made during fiscal year 2001 to update the case
managenment and information systems of the Office of Investigation. A new conputerized

case managenent system (Auto-lnvestigation) was inplenmented to replace two database

systems from 1979 that
I nvestigation.

no | onger

meet the demandi ng requirenents of the Office of
The new system provi des headquarters staff with the capability of

i mmedi ate review of the progress of ongoing investigations and substantially reduces the
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Mai nt ai ni ng and enhanci ng an aggressive, prioritized program of white-collar
fraud investigations is one key performance goal of the Office of Investigation. These
investigations, which are routinely supported by other |aw enforcenment agencies
(primarily the Federal Bureau of Investigations (FBI)) and the Ofice of Audit, are for
the purpose of punishing abusers of HUD programs, recovering Federal funds, deterring
others fromcommtting illegal acts, and restoring public confidence in the integrity of
HUD prograns.

Qur white-collar crime investigations will continue to yield significant
prosecutive results such as |l oan origination fraud and property flipping schenes in the
single fam |y nortgage insurance program equity skimm ng, enmbezzlenment, and false clains
violations in the nultifam |y insured and assisted housing prograns, and enbezzl enent and
false clainms cases in public housing and conmunity devel opnment grant prograns. An
i ncreasi ng number of these investigations in these areas involve highly sophisticated
fraudul ent schemes perpetrated in an automated environment by nultiple individuals and
busi ness entities operating in many jurisdictions. |In order to adequately address this
area in fiscal year 2003, the Ofice of Investigation is proposing to establish a
specialized Electronic Crime Team consisting of two special agents to provide technol ogy
assi stance and conputer forensic support to other agents in conducting conplex fraud
investigations that frequently require the seizure and eval uation of digital evidence

5.  HOUSI NG FRAUD | NI TI ATI VE (HFI)

In fiscal year 1998, Congress authorized an initiative to investigate, in
conjunction with the FBI, possible fraud in all HUD prograns. |In consultation with the
FBI, we established Housing Fraud Initiative task forces in various |locations. These
task forces undertake conprehensive assessnents of HUD program vulnerabilities with the
goal of maxim zing fraud prosecutions.

In the | ast sem -annual report, those HFI task forces were responsible for 24
Federal arrests, 17 State arrests, 11 search warrants, 35 adm nistrative sanctions, 41
indictments, 50 convictions, with individuals sentenced to a total of more than 47 years,
court ordered recoveries of $923,671, and collections of $13,791,567. Those results are
included in the workload “white-collar” crime investigative results table

6. OFFI CE OF MANAGEMENT AND POLI CY (OMAP)

a. Enploynent and Responsibilities

The Office of Managenent and Policy provides O G w de adm nistrative support
such as budget and financial nmanagenment, personnel managenent, enployee training
internal policy devel opment, ADP and automated office support services, reports
preparation, and records managenent. It also maintains a Fraud Awareness and Program
Integrity office, conducts internal managenent assessnent reviews, and oversees the work
of the Directorate of Internal Affairs.

b. Workl oad

OMAP continues to be the O G focal point for stream ining support operations
and devel oping O G policies and procedures, particularly those related to adm nistrative
and human resources. OMAP is also responsible for the O G quality assurance programthat
assesses O Gwi de conpliance with professional audit and investigative standards, and
adm ni strative policies. The programinvolves a conprehensive eval uation of one district
each quarter for four evaluations per year so that each district is evaluated at |east
once every 3 years

As part of an overall effort to inprove m ssion performance, the OVAP
information systens staff has taken the lead in reengineering the flow of information
t hroughout the organization by automating the O G workfl ow processes to the maxi num
extent possible. The O G has outsourced automati on support and established a secure
virtual private network under the Seat Managenent program Users now have greater access
to information within each conponent office, and the sharing of information across the
organi zati on has been enhanced. W have al so purchased commercial off-the-shelf (COTS)
sof t ware packages that automate the work of auditors and special agents. OQur strategy to
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i mpl ement an i ndependent secure network fromthe ground up has been a huge undertaking
and required extensive coordination anmong participating agencies and the contractor.

The O G has also contracted with the Bureau of Public Debt (BPD) to provide
personnel and procurenment services. Qutsourcing these functions has enhanced O G m ssion
performance while allowing it to remain sem -autononous fromthe Department. Outsourcing
has enabl ed us to provide essential mssion support activities w thout having to conpete
with other offices for the Ilimted Departnental resources in these areas. Thus, we are
able to devote our limted support resources to priority issues and needs i nmedi ately.
The O G nust maintain a limted core staff with personnel and procurenment expertise to
provide interface, develop policy and provide contract oversight of BPD s performance.

The O G s extensive budget and admi nistrative services, reports preparation,
and records managenent activities are conducted in-house with a relatively small staff
that oversees O G operations in the Headquarters as well as eleven districts and
associ ated outlying offices across the United States and Puerto Rico. The sem -
aut ononous nature of the O G stemring fromthe 1G Act of 1978 poses significant
chall enges in ensuring the O G has sufficient resources and support facilities to fulfill
its m ssion.



